Order 2000-7-35

UNITED STATES OF AMERICA
DEPARTMENT OF TRANSPORTATION
OFFICE OF THE SECRETARY
WASHINGTON, D.C.

Issued by the Department of Transportation
on the 28th day of July, 2000

7230

— - . 3
Esseniial adr service at Served: August 2, 2{HH)

TOPEKA, KANSAS Docket OST-96-1352 = X &~

under 49 T1.8.C. 41731 af seq.

ORDER TO SHOW CAUSE TENTATIVELY RESELECTING CARRIER
AND ESTABLISHING NEW SUBSIDY RATES

Summary

By ilus order, the Departiment is tentatively reselecting Air Midwest, inc., d'bfa UJS Adrways
Express, W provide essential air service at 'l'opeka Kansas, for the two-year périod ending
Decetber 31, 2001, at an annual subsidy rate totaling $722.195. Vhe order also provides lor
abjeclions or competing proposals from other interested carriers.

Background

By Order 97-10-13, October 17, 1997, the Department reselected Air Midwest to provide
subsidized service at the Topeka for the two-year period ending December 27, 1999, by
oporaung 24 nonstop vound irips a week between Topeka and Kansas City with 19-seat
Beech 1900) aircraft at annual subsidy rates of 3367,662 lor (he fist year and $126_527 [or he
second year. !

Under our normal procedures when nearing the end of a subsidy rate term, we contact the
incumbent carrier to determine whether it is interested in contining service and whether 11 will
conlinte o reguire subsidy. We wsually negotiate a new subsidy rate with the carrice, issuc an
order tentatively reselecting it for a new rate terin at the agreed rate, and direct other parties to
show cause why we should not finalize our tentative decision, Other carriers wishing to submit
competing proposals are invited to do so n respensce 1o the show-cause onder; if any 2uch
proposals arc [iled, we process them as a competitive case. Consistent with this praclice, we
inviled Mesa Air Group, Air Midwest's parent company, to subimit a proposal for the
continuation of service at "Vopeka beginning December 28, 1999,

L S Appendix A for a map.



Carrier Proposal

Mesa submitted a proposal in response to our request. As a result of discussions with
Department statf, Mesa has agreced to a new ratc term for the two-year poriod through

December 31, 2001, Specificatly, Mesa has agreed lo Air Midwesl's continuation of 24 Topeka-
Kansas City round trips a week at a new annual subsidy rate of $722.199. In addition, however,
Mesa and Department staff have also agreed on two options contemplating reduced service in
view of Topeka's low traffic results, as discussed below. Under Option A, the Department would
subsidize 18 round {rips s week at an annual subsidy rate of $542,893; under Option B, the
Department would subsidize 12 round trips a week at an armual subsidy ralc of $363,722.

Decision

Afler a thorough review of the proposal and Air Midwest's service history, we have decided to
authorize subsidy for the current level of 24 round trips a week for the two-year penod through
December 31, 20012 The proposed rate appears reasonable for the service ai issuc and the
carrier’s performanee continues to be satisfactory.

In Order 97-10-13, we restored 'Topeke's authorized service to 24 round trips a week after a two-
vear period during which service had been reduced to 10 round trips & week as a result of the
~November 1995 program funding reductions that necessitated program-wide service cutbacks. In
doing so, we noted that Topeka had averaged as many as 35 enplunemenis a day as recently

as 1993, and we hoped that the resumption of more frequent service would help traffic rebound
to its previous level. So far, however, traffic has not responded. Traffic continues to hover
atound 10 eaplanements a day, and increasing operating expenses are requiring substantial
increases in subsidy 3 Topeka is jusi 71 highway miles via Interstate 70 and Interstate 435 from
Kansas City International Airport, a large hub, and it is beginning to appear that local commuter
service to Kansas Cily cannot compele wiilt the highway.#

In order to give the market a full opportunity to respond, we are prepared to continue subsidizing
24 round trips a week ai Topeka through the end of calendar year 2001, At that point, Topeka's
pre-Novernber 1995 service level will have been restored for a full four years, As we near the
end of the current rate term, however, we ihtend to tecxamine the community's continuing
service needs very closcly, If we do not see a substantial improvement in trailic by that time, we
will need 1o consider reducing ihe level of authorized service,

.

2 sppendix B contuing detuils of Air Midwest's compensation requirement for 24 round trips a week..
3 Ten enplanemenss a day for service providing 76 seats a day indicates an average load lactor ol only
about |3 percent. See Appendix © for historical ralfie data; enplanements represent one-half of total
grigin-and-destination tralfic, and averages are based on 313 weekdays and weekends each year.

4 1n fact, the Department is statutarily prohibited from subsidizing service at communities located within
70 highway miles of the nearcst large or modiom hub. 1f Topeka were a mere two miles clozer o

Kansas City International Airport, the law would prevent us from subsidizing any service whaisoever at
the community.



Carrier Fitness

49 118.C. 41737{b} and 41738 require that we find an air carrer fit, willing and able to provide
reliable service before wo compensate it for providing essential air service. We last Found

Alr Midwest fit by Order 97-10-13, in connection wilh its essential air service at Topeka. Since
lhen, the Department has routinely monitored the carrier's conlmung fitness, and no information
has comne 10 our attention that would lead us to question its ability (o vperate: in a reliable manner,
Rased on our review of its most recent submissions, we find that Air Midwest coniiniues to have
available adequale {inancial and managenal resources lo provide quality service at the
comimunities at issue herg, and that it continues to possess a favorable compliance disposition.
The Federal Aviation Administeation has advised vs that the carfier 15 conducting its operations
in accordance with 14 CFR Part 121, and knows of no reason why we should not find thai

Adr Midwest remains fit.

Responses to Tentative Decision

As usoal, we will allow interested parties 20 days from the date of this order to object te our
decision or to fite objections or competing proposals. I no timely nhjections ot compeling
proposals are filed, this order will antornatically become final. We expecl persons objucling 1o
pur lentative deciston to supporl their objections with relevant and matenial facts. We will not
enterlain gencral, vague or unsupported objections. :

Carriers interested in filing competing praposals, with or without subsidy requests, should file

. them within the 20-day period set for objections. At the end of the 20-day peried, our staff will
docket any competing proposals, thereby making them public, and direct each carmier to serve a
copy of its proposal on the civie parties and other applicants. Each applicant, including the
ineurnbent, will then have an opporlunity (o finalize its propesal in rate discussions with
Department staff before we scck [inal community comments. We wall give full consideration to
all proposals that arc timely filed. As a gencral matter, we request proposals that contcraplate an
appropriate level of service (o Kansas City or any other suitable hub with twin-engine aircraft
operated by two pilots.

Traffic and Service History

‘The conmunity's recent traffic results are discussed above. A Midwest has provided 'Topeka-
Kansas Cily service sinec May 1991, when it roplaced the Topeka-St. Louis service operated by
'|'rans Siates Airlines, Ine., d'b/a Trans World Express Air Midwest initially operated ifs
service wilhoul subsidy, but the Department began subsidizing it in 1992 6

Procedures for Filing Competitive Proposals

For interested carriers unfamiliar with our procedures and recommended form [or supplying the
necessary informatien, we have prepared two explanatory documents that we will make available
upon request, The frst describes the provess for handling carrier replacement cases under

49 U.8.C. 41734{(}, and discusses in detail the process of requesting proposals, conducting

3 See Qrder 91-4-49, April 26, 1991,
& See Orders 02-3-8, March 3, 1992, and 92-11-51, November 27, 1992.



-4 -

reviews of applicants, and selecting a replacement camer. The sceond 18 an evidenec request
conlaining an explanatory statement, 2 copy of Part 204 of our regulations (14 CFR 204), and
schedules setting forth our recommended form for submitting data required for calculating
compensation and determining the financial and operational ability of applicants to provide
rcliable essential air service. {Section 2044 describes the fitness information required of all
applicants {or authority to provide cssential air service.} Applicant carriers that have already
submitted this infonmation in another case need only resubmit it if a substantial change has
ocenrred, However, if there are more recent data or if there have been any changes to the
information on file, carriers should provide updates of those information elements. Interested
carriers that need to obtain copics of these documents may contact the Office of Aviation
Analysis at (202} 360-1053.

Other Carrigr Requirements

The Drepartment is responsible for implementing various Federal statates governing lobbying
activities, drug-free workplaces, and nondiscrimination.? Conscquently, all carriers receiving
Federal subsidy for essential air service must certify (hat they ure in compliance with Department
regulations regarding drmg-free workplaces and nondiscrimination, and those carriers whose
subsidies exceed $100,000 over the life of the rate lerm must also certify that they are in
compliance with the reguldtions governing lobbying activities. All carriers that plan to subtnit
proposals involving subsidy should submit the required certitications aieng with their proposals.
Interested carriers requiring more detailed information regarding these requirements as well as
copies of the certifications should contact (he Gilice of Aviation Analysis at (202) 366-1053.

The department is prohibited [rom paying subsidy to carriers that do not submit these
documents.

Community and State Comments

If we recelve compeling proposals, the community and state are welcome 1o submit comments nn
the proposals al any lime. Early in the proceeding, commenis on the proposals’ sirengths and
weaknesses would be particularly helpful. and ihe civie parties may also express a preference for
a particular cartier, if they choose. In any event, after conducting rate conferences with all
applicants, we will provide a summary of the conference results to the civic parhies and ask them
to file their final comments 8

7 ''1e regulations applicable Lo each of these throe arcas are (1) 4% CFR Fart 20, New Restrictions on
abbying, implementing titte 31, United States Code, section 1352, entitled * Limitation on use of
appropriated funds Lo influence cerlain Federal contracting and financial trangactions™,

(2} 49 CFR Part 29, Subpart F, Drup-Free Workplace Requirements (Grants), implementing the Drug-
Free Workplace Act of 1983; and (3) 43 CFR Part 21, Nondiscrimination in Federally-Assisted Programs
af the Department of Transporiation -- Effectation of Title Vi of the Civil Rights Act of 1964;

49 CFR Pant 27, Nondiscrimination on the Basis of Handicap in Programs and Activities Receiving or
Henefiting from Federal Financial Assistance; and 14 CFR Part 382, Nondiscrimination on the basis of
handicap in Air Travel.

8 In cases where a cartier proposes o provide essential air service without subsidy and we determine that
service can be reliably provided without such compensation, we do net normally hodd rate conferences.
Instead, we rely on the carrier’s subsidy-free service as proposed.



This order is issued under authorily delegated in 4% CFR 1.56aft).

ACCORDINGLY,
1. We tentatively resclect Air Midwest, Inc., d/bfa US Airways bxpress, to provide essential air

scrvice at Topeka, Kansas, as described m Appendix D, [or the period from December 28, 1999,
ihrough December 31, 200H;

2. We tenlatively sct the final ratc of compensation for Air Midwest, Inc., d'bfa US Airways
Lixpress, for the provision of cssential air service at Topcka, Kansas, as described in Appendix D,
far the perind from December 28, 1999, through December 31, 2001, payable as follows: for
gach month during which essential air service is provided, the amount of compensation shall he
subject to the weekly ceiling set forth in Appendix D, and shall be determined by multiplying the
subsidy-eligible arrivals and departures completed during the month by 5294297

3. We direct Air Midwest, Inc., dfb/a US Afrways Express, to relain all books, records, and other
squrce and summary documentation to support claims for payment, and to preserve and maintain
such documentation in a manner that readily permits its audit and examination by representatives
of the Department. Such documentatien shall be retained for seven years or until the Department
indicates that the records may be destroyed. Copes of flight logs for airerafl sold or disposed ot
must be retained. The careier may forteit its compensation for any claim that is not supported
under the terms of this ordcr;

4. We find that Alr Midwest, Inc., d/b/a US Airways [ixpress, continues to be fit, willing and
able to nperaic as a comnuter air carrier and capable of providing reliable essential air service at
‘T'opeka, Kansas;

5. We direct any interested persons having objections to the selection of Alr Midwest to provide
essential air service as described in ordering paragraph | above, at the rate sct forth in ordering
paragraph 2 above, to fite such objections or competing service proposals no later than 20 days
fram the dale of service of this order; !V

&, 1f we receive objections of competing proposals within the 20-day period, Alr Midwest will
be compensated at the subsidy rate sel forth in ordering paragraph 2 above as a final rale uniil all
objections are resolved;

? Ser Appendix D for the calculation of this rae, which assumnes the use of the aircrafl designated. I
the carrier reports a4 significant number of aircraft substitutions, revision of this rate way be required.

10 Objections should be filed with the Documerary Services and Media Management Division,
SVC-124, Room PL-401, Department of Transportation, 400 7th Street 8. W., Washington DC 20390,
Proposals to provide essential atr service should be filed with the Chicf, EAS & Domestic Analysis
Division, X-53, Office of Aviabon Analysis, Room 64171, Deparoment of Transportation, at the same

address. Questions reparding filings 1 cesponse to this order may be direcied o Dennis ], DeVany at
207 366-1061.



7. We will afford full consideration (v the matters and issucs raised in any timely and properly
filed ohjections and service proposals before we take further action ! I no objeetions or
competing service proposals are filed, all further procedural steps will be deemed waived and this
order shall becorne effective on the twenty-first day afier its serviee daic;

8. This docket will remain open until further arder of the Deparlment; and

9. We will serve coples of {his order on the mayor and airport manager of Topeka, Kansas,
Air Midwest, Inc., d/b/a US Airways Hxpress; and the persons listed in Appendix E.

Hy:
A. BRADLEY MIMS _
Deputy Assistant Secretary for Aviation
and International Affairs
{SEAL)

An glectronic version of this document is available
ot the World Wide Web at htip./idms. dof. gov

11 Since we are providing for the filing of objections to this order, we will not entertain petitions for
reconsideration.
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AIR MIDWEST, INC., d/b/a US AIRWAYS EXPRESS

APPENDIX B

ANNUAL COMPENSATION REQUIREMENT FOR ESSENTIAL AR SERVICE

Departutres

AT TOPEKA, KANSAS
(At 98 percent completion)

EXock Houre
Bevenus pasgenger-miles
Available seat-miles

Cperating Revenues:
Passenger: 6,048 pegra at 551.11 & 3£3,593
other [at 1.0% of psgr rewv! 3,698
Total Operating Revenuss

Opevating Expenges;

Diraegt:

Torcal Diregt EXpongsg

ILndirect:

Flying Operalions {S126.57/BH) § 139,733
Fuesl & ©il ($1s8.53/ERH) 1HE, 184
Gther Fliant Operations (3§13, 94 /BH) 15,390
Bircraft Cwmership ($1&5.70/BH) 192,913
Malpntenance (%173, 91/BH) 191, 997
Lraffic-related (S0.010/RPM] o 1,326
Departure-related [3115.2%/dpt} 28Z,B73
Capataty-related [50.014/h30) 5,90z
Advertiging 5, Cail

Toatal Indirect Expenoss
Total Operating Expences

Operabting Loss
Erofit Tlement (5.0% of Total Operating BExpenoog)
anrual Compatsation Regul rement

}f fiiculateédéé“fgiinws:

DEpartures:
Block lowrs:
HEME
AEME

L3 service daves x B dpbls x (98 comp = 2,404
2,404 dpts 2 .43 hrs = 1,174

6,05 p=zgrs = 55 mi = 332,540

dpdkA dApts x 13 sEats ¥ G5 mi - 7, hed, 420

§

2,454
1,104
333,840
2,564,430

173,280

7l6, 231

5

%
&
=

1,083,322

670,023
53,166
753,199

i/
i/

i/
1/



YEAR

1982
1993
14954
1355
1595
1297
1398
1559

TOPEKA, KANSAS
HISTORICAL TRAFFIC DATA

ENPLANEMENTS

9,475
10,903
v, 867
5,518
3,509
1,283
3,393
2,952

APPENDIX C

BNVE.

3g.
34,
25.
17.

0.

[a]
v = - =BT S =R

SOURCE: Bureau of Transportation Statistics Form 298-C, Schedule T-1, and carrier reports.
Enplanemnents represent one-half of total origin-and-destination traffic, and averages are based on
313 weekdays and weckends each year. Data for 1997 are incomplete, representing the last five
months of the year only, the 1997 average is based on 131 weekdays and weekends.
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AR MIDWEST, INC., d/b/a US AIRWAYS EXPRESS

ESSENTTAL AIR SERVICE

AT TOPEKA, KANSAS

EFFECTIVE PERIOD December 28, 1999, through December 31, 2001.

SERVICE B 57 nonstop round trips to Kansas City cach week

AIRCRAFT TYPE Beech 1900 (19 scats) )
TIMING OF FLIGHTS Flights must be well-timed and well-spaced 1o ensure full

compensation

SUBSIDY RATE PER
ARRIVAL/DEPARTURL

£294.29 |/

COMPENSATION CEILING
EACH WEEK

414,126 2/

1/ Annval compensation nf?ﬁﬂ,‘t@q divided by 2,454 annual arrivals and departures at a 98 percent
compiction factor, calculated as follows: 8 dpts x 313 service days x .98 = 2,454,
2/ Subsidy rate per arrival/departure of $294.29 multiplied by 4% subsidy-elipible arrivals and

departures cach week,



APPENDIX D
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NOTE

The carrier understands that it may forfeit its compensation for any flights that it does not operate in contormance with
the terms and stipulations of the rule unler, including the service plans sutlined in the order and any other significant
elements of the required service, without prior approval. The carmier understands that an atrcraft take-off and landing at
its scheduled destination constitutes a completed llight; absent an explanalivn supporting subsidy eligibility for a flighi
that has nat been completed, such as certain weather cancellations, only compleied Nights are considered eligible for
subsidy. Inn addition, i the canier does nol sehedule er operate its flights in lull confermance with the order for a
sipnificant period, it may jeopardize its entite subsidy claim for the period in gquestion. 15 the carrier contemplates any
such changes beyvond the scape of the order during the applicable period ol this rale, it maust Grst notify the Ciifice of
Aviation Analysis in wnting and receive writien approval from the Departmenl (o be cnsured of Fell compensation.
Should circurnstances warrant, the Departmient may locate and sclewl o replacemeni cartier to provide service on these
routes. The carrier must complete all fliphts that can be salely operated; Oights that overlly points for lack of traffic will
not be compensated. In determining whethet subsidy poyment for a deviating flight should be adjusted or disallowed,
the Department will cohsider the extent to which the goals of the program are met and the extent of access to the
nutional air transportation systom pravided to the contmbinity.

If the Department unilateraily, either partially o completely, terminates or reduces payinents for service or changes
scrvice requircments at a specific location provided lor under this agreement, then, at the wnd of the period for which the
Depariment doss malee payments in the agreed amounts or at the agresd service fevels, the carrier may ccase to provide
service 10 that specific locativn witheus regard to any requirement for notice of sueh cessation. Those adjustments in the
levels of subsidy and/or service that are mulually agreed to in writing by the parties to this agreement do pot constitute a
total or partial reduction or cessation of payment,

Subsidy conlracls are subjest o, snd incorporate by reference, relevant statytes and Department regulations, as they may
be amended from time to rime. However, any such statutes, regulations, or amendments thereto shall not operate o
coptrovert the foregoing paragraph.



AFPENDHIX E

SERVICE LIST FOR THE STATE OF KANSAS

Air Michwast, Inc.

Amerijet Intarnational, inc.
Aspen Airways, |nc,

Blua Ridge Airines

Delta Connection

Exac BExprass 1, Inc.
Executive Aifinegs, Inc.
Flagship Airlines Inc.

GP Express Ailines. 0.
Heartland Aviatinn, Inc.
Lone Star Aidines, [nc.
Mesa Airdines, Inc.
Metraflight, Inc,

Michway Airlines, Inc.
Midwast Express Airlines, |ng.
Multh Aero, Ing,

Morthwest Aitink
Redwing Adrways, Inc.
Renown Aviation, Inc.
Trans Stales Aidines, Inc,

Louis Andrews

ken Bannon

E.B. Freeman

Dauglas Gumuta

Ben Harrison

A, Edward Jenner

keith #ahle .
Juhn MeFartane -
Robert Wiomone



